The main objective of the study is to examine the relationship between the implemented reserves policy and the value of accruals reported in the financial statements of public companies listed on the Warsaw Stock Exchange. Both research fields are considered as the main areas of earnings management, which can be seen both as the pursuance of a true and fair view of the economic situation of a business entity and as the intentional manipulation of the results of an economic activity in order to mislead selected stakeholders of company. Empirical studies were conducted among public companies included in the WIG20, mWIG40 and sWIG80 stock indices, whose shares have been traded on the stock market for at least 10 years in the assumed horizon of 1997-2016.
Introduction
A company's financial result is one of the most important economic parameters illustrating the effectiveness of undertaken business operations. Its analysis is an important point of reference in assessing: the legitimacy of investing economic resources in the shares of a given enterprise, the degree of multiplying the value of capital contributed by investors and the role and importance of the factors that create value for business unit owners.
The literature of the subject widely emphasizes the fact that due to its complexity and multifaceted nature, the financial result is a highly susceptible category to the shaping process 1 . Its size largely depends on the adopted definition of economic events, the concept of capital preservation, methods of valuation of assets and liabilities of the enterprise [Poniatowska 2014, p. 258] , as well as on the manner of keeping accounting books, the policy of determining the financial year and its reporting periods, etc. It is noted that the reported amount of financial result in particular segments of its determination is not always only and exclusively the result of the accounting methods and practices used which were adopted by the firm when preparing the financial statements. Often it is also a result of actions aimed at the intentional manipulation of the value of the reported financial profit (or financial loss), inconsistent with the principle of presenting a faithful and reliable image of the entity in the financial statements and not covered by the existing or anticipated economic operations.
The main objective of the article is to characterize the relationships between the policy of creating and terminating reserves and provisions and the values of accruals reported in the financial statements of public companies listed on the Warsaw Stock Exchange. Both the indicated research fields, i.e. the sphere of reserve management and the level of differences between net profit and operational net cash flows are perceived as the main areas of shaping the financial result of the enterprise, which may be aimed at financial results realignment in accordance with the principle of a true and fair view, and takes the form of the deliberate manipulation of financial statement data alike.
Empirical research has been carried out among public companies included in the stock exchange indices: WIG20, mWIG40 and sWIG80 2 , whose shares have been traded for at least ten years with the adopted reference years horizon [1997] [1998] [1999] [2000] [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] [2009] [2010] [2011] [2012] [2013] [2014] [2015] [2016] . The conducted research is based on the information taken from the Notoria Serwis SA database.
Reserves as a tools for shaping a company's financial results
Article 3, paragraph 1 point 21 of the Polish Accounting Act defines reserves 3 as liabilities whose maturity date or amount are not certain. They are created in transactions to alter financial reports to either mislead stakeholders about the underlying economic performance of the company or otherwise to influence contractual outcomes that depend on reported accounting numbers [Healy, Wahlen 1999, p. 368] . This perspective emphasizes the negative aspects of shaping the company's financial result, characterized in the literature as "black earnings management". On the other hand, in a broader approach, earnings management may boil down to the use of flexibility in the selection of accounting solutions that affect the reported result, which may also be positive ("green earnings management") and neutral ("white earnings management") [Smejda 2012, p. 174; Ronen, Yaari 2008, p. 20]. accordance with a legal obligation or a commonly expected commercial obligation, i.e. when there is a high probability that the entity will be required to redeem its obligations. At the same time, the costs or losses required to meet the said obligation would be significant enough that failure to create reserves would cause a significant distortion of the financial position and financial result of the business entity. In addition to the classic accounting reserves, the enterprise in the financial statements also shows any probable amounts of liabilities corresponding to a current reporting period as "passive accruals of cost" (Pol. bierne rozliczenia międzyokresowe kosztów), in particular those resulting from: services performed for an undertaking by its service providers, and the amount of the liability can be reliably estimated as well as an obligation to make future performances to employees, persons unknown etc. [Adamczyk 2017, p. 39] .
Due to the financial effect, two main groups of reserves for liabilities can be distinguished, namely cost provisions and provisions resulting in the balance sheet effect. The cost provisions refer to reserves for liabilities due to other operating costs, financial costs or extraordinary losses. They also include provisions for liabilities due to basic operating costs anticipated or incurred to date and provisions created in the burden of income tax charges [Duraj 2008, p. 58] . On the other hand, the provisions that give rise to the balance sheet effect include: reserves causing a decrease in equity and reserves that increase the assets of the enterprise. Eventually, passive accruals of costs are created on account of basic operating activity. They regard expenses incurred in arrears, and therefore those that will be realized in subsequent periods, but which relate to prior periods.
The conscious and deliberate nature of reserves managing takes place not only in the phase of their creation, but also at the stage of their use [Duraj 2008, p. 79] . The creation of reserves, consisting in the appropriate distribution of net profit and its purpose for the implementation of specific goals of the entity, usually occurs in a period in which the financial result is better than expected. This causes decreasing reported financial result of a given accounting year and its "shifting" to later years of worse economic conditions, in which the resolution of reserves will increase the reported financial result [Poniatowska 2014, p. 262] . On the other hand, the reserves underspending results -as the risk that justifies their creation decreases or stopsincreases other operating income, financial revenues or extraordinary profit of the business entity or their further retention.
derstood as a particular sum of money to cover up an anticipated liability which arises from the past events). In general, both categories are treated as reserves. Discrepancies in this matter arise from the fact that the formal definition of the term 'reserves', narrowing their meaning to the type of obligations, appeared in the provisions of the Accounting Act relatively late, while the term "reserve" functioned in Polish accounting for a long time, however in a different sense. Broadly understood the reserves in this category include: provisions for liabilities, reserves for a loss of value and capital reserves [Poniatowska 2016, p. 70] . For the purposes of the article, provisions are defined as reserves for liabilities, while the term "reserves" is used to determine the remaining other balance sheet reserves.
The policy of reserves creation does not always have to be aimed at composing a faithful and reliable picture of a company's financial situation. In the business practice of an enterprise, there are common activities related to the creation of fictitious reserves that do not have real justification and falsifying the entity's financial results. Poniatowska [2004, p. 262] notes that the reserves particularly used to manipulate profit are reserves related to the costs of basic operating activity, i.e. passive accruals of cost for warranty repairs (reserves for guarantee repairs) and reserves for retirement benefits. On the other hand, Walińska and Bek-Gaik [2012, pp. 362-363] add that managers can deliberately falsify the value of the financial result by: avoiding creating reserves or formatting excessive reserves, dissolving reserves despite the lack of circumstances justifying their dissolution, resolving reserves contrary to their original purpose and over or undervaluing the amount of reserves. However, it is extremely difficult to determine whether reserves are the subject of the manipulation of the financial result. All the issues of creating and releasing financial reserves by enterprises in a significant way may reflect the strategies of shaping the company's financial result.
In order to achieve the research objective of the paper, six measures were used to assess the dimension of reserves management in public listed companies, namely:
• the coefficient of securing the enterprise with capital reserves cfs, showing the share of capital reserves in the total value of equity and foreign capital and adopting the following formula [Duraj, Sosnowski 2015, p. 226 ]:
where: cfs -coefficient of securing the enterprise with capital reserves; Prov t -capital financial reserves in year t; TC t -average value of total capital in year t; SC t -average value of registered capital in year t; RR t -average value of supplementary capital in year t; Orc t -average value of revaluation reserves in year t.
• the coefficient of securing the enterprise with balance sheet reserves ffs, illustrating the share of the balance sheet reserves in the total value of equity and foreign capital. It has the following form:
where: ffs -coefficient of securing the enterprise with balance sheet reserves; ProvD t -provisions for liabilities in year t; other designations -as above.
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• the coefficient of securing the enterprise with capital reserves in dynamic approach cfs', showing the change in the value of capital reserves in the analyzed period in relation to the average value of total capital from the previous period. It is characterized by the following formula [Duraj, Sosnowski 2015, p. 227] .
, where: cfs' -coefficient of securing the enterprise with capital reserves in dynamic approach; ∆Prov t -change in the value of capital reserves in year t; other designations -as above.
• the coefficient of securing the enterprise with balance sheet reserves in dynamic approach ffs', illustrating a change in the value of all balance sheet reserves in the period considered in relation to the average value of total capital from the previous period. It has the following form:
, where: ffs' -coefficient of securing the enterprise with balance sheet reserves in dynamic approach; ProvD t -change in the value of provisions for liabilities in year t; other designations -as above.
• the reserves relevance coefficient pdd, specifying the share of provisions for liabilities in the enterprise's debt, described using this formula [Walińska, Bek--Gaik 2012, p. 363]: = , where: ppd -reserves relevance coefficient; D t -average value of total liabilities in year t; other designations -as above.
• the coefficient of impact of change in the value of provisions for liabilities on company's net income 4 pde', calculated as follows:
where: pde' -coefficient of impact of change in the value of provisions for liabilities on company's net income;
ProvD OCFtchange in the value of provisions for liabilities (shown in the cash flow statement) in year t; EAT t -earnings after taxes in year t; other designations -as above.
Accruals as a tool for shaping a company's financial results
Accruals, shown in the cash flow statement using the indirect method, can be characterized from different viewpoints. Their primary goal is to "bring down" the memorial (or accrual-based) value of net income to its cash value. However, it is not only an accounting transformation of financial data for the needs of cash flow statement preparation and its use in assessing the effectiveness of the company's operations. The values of accruals reflected among others: all changes in the states of basic components of current assets, short-term liabilities and provisions for liabilities, which gives the opportunity to fully recognize and assess the reliability of the financial situation of the company [Comporek 2016, p. 137] .
The amount of total accruals TACC is the difference between the net income in a given year computed by using an accrual-based accounting system and the surplus in cash from operating activities. Its value arises as a result of the accrualbasis record of all non-cash and cash economic events, which allows management a certain degree of freedom in the subjective creation of an image of the company's financial result. This can be represented by the following equation:
where: TACC t -total accruals in year t; OCF t -operating cash flows in year t; other designations -as above.
At the same time it should be remembered that the composition of total accruals includes both non-discretionary (operational) accruals NDACC, as well as discretionary (intentional) accruals DACC. Operational accruals relate strictly to the real sphere of the company's operations. They refer to the economic operations actually occurring in a given accounting year, which from the point of view of accounting principles can be included as one of the following items: amortization and depreciation, exchange gains (losses), interest and profit sharing, profit (loss) on investment activities or changes in provisions, inventories, receivables, short-term
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liabilities excluding credits and loans, prepayments etc. Intentional accruals, on the other hand, do not depend on the nature and size of the business. They constitute a summary result of activities aimed at deliberately lowering the transparency of financial statements, in accordance with the assumptions of the so-called "black earnings management" [Arkan 2015, p. 250] .
The interpretation and assessment of the scale of the earnings management phenomenon in an economic entity significantly depend on the ability to accurately analyze the accrual adjustments of net profit, taking into account both operating and intentional accruals [Dechow, Skinner 2000, pp. 235-250] . In the most common research approaches used in the literature, the regression models describing the value of the TACC are used to separate particular categories of accruals. In order to achieve the set aim of this study, three models were used for the diagnostic calculation of operational and intentional values of accrual differences, namely: the Jones model, the Jones model with the ROA coefficient as the predictor and the Kasznik model 5 . The Jones model assumes that the value of operational accruals is determined by two variables: change in sales revenues and average value of property, plant and equipment [Jones 1991, pp. 193-228] . In turn, the value of intentional accruals is based on the difference between the empirical and theoretical value of the TACC as the explained variable. Seeing that the value of intentional accruals can be calculated as: -error term in regression.
5 The literature on the subject demonstrates more references to total accruals models that allow the extraction of individual sub-categories of total accruals. Apart from the ones mentioned in the text of the article, models particularly emphasized in the literature are: the Healy model, the DeAngelo model, the Dechow et al. model , and the Kang and Sivaramakrishnan model (see: [Healy 1985, pp. 87-105; DeAngelo 1986, pp. 400-420; Dechow et. al. 1995, pp.193-225; Kang, Sivaramakrishnan 1995, pp. 353-367] In turn, in the Kashnik model, any changes in the operational part of total accruals are explained by using such predicators as: the difference between change in sales revenues and change in short-term receivables, the average value of property, plant and equipment and the increase in operating cash flows [Kasznik 1999, pp. 57-81 
Results of empirical research concerning the relation between financial reserves and accruals in public listed companies
The basic empirical examinations have been focused around the values of correlations calculated by the Pearson correlation coefficient. This measure was used to compute the intensity and direction of the relationships between the six financial reserve policy ratios (described in the second chapter of the article) and the relative value of operational and intentional accruals separated by: the Jones model, the Jones model with ROA as predictor of TACC and the Kasznik model. The results of the correlation analysis carried out for all the analyzed listed companies indicate that the relations between the implemented reserve management policy and the operational accruals have a different strength 7 (see Table 2 ). Clear linear correlations reported in the case of the relationship between the ratio of securing the enterprise with capital reserves in dynamic approach cfs' and operational accruals calculated using the Jones model and the Kasznik model and between the coefficient of securing the enterprise with balance sheet reserves in dynamic approach ffs' and the operational differences on the accruals separated using both mentioned models. The strength of the presented relationship, measured by the Pearson's linear correlation coefficient, ranged from 21.4% -25.3%. In turn, statistically significant correlations -however with very low power -have been proved in five other relationships. In-depth empirical studies on the relationships occurring between the analyzed variables in public enterprises belonging to particular sector indices indicate the existence of differences in the nature and strength of the tested correlations (see Table 1 ). In generalized terms, the most frequently observed statistically significant relationships include the relationships between operational accruals and the cfs' and ffs' reserve management ratios. At the same time, in the companies belonging to the WIG--Media index, the relationships between the discussed variables were able to take the form of significant negative correlations. It should also be noted that the change in the ratio of the impact of provisions for liabilities on company's net income pde' was in the smallest extent correlated with the non-discretionary accruals. The bold font indicates correlations that are statistically significant, where: * statistically significant correlations with the assumed significance level α = 0.05; ** statistically significant correlations with the assumed significance level α = 0.01. Source: own study based on financial information from the Notoria Serwis SA database.
Further analysis of Table 2 indicates several other findings worthy of comment. It should be emphasized that in the entire surveyed group of enterprises there were statistically significant relationships (with at least moderate power, | r > 0.4) between the analyzed measures of managing a company's reserves and intentional accruals (see Table 2 ). However, the nature of these relations is clearly differentiated due to the specificity of the undertaken business activity. For example, the presence of moderate positive correlations between the cfs 'and ffs' ratios and the discretionary accruals DACC was recorded in the groups of listed companies classified into the following indices: WIG-mining, WIG-pharmaceutical, WIG-food. On the other hand, statistically significant moderate negative relations between analyzed measures of the policy of creating and dissolving reserves and intentional accruals have been captured in relation to entities belonging to subindices: WIG-automotive and WIG- 
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-telecommunication. This leads to the conclusion that reserve management policy can shape the level of earnings management in various ways. The bold font indicates correlations that are statistically significant, where: * statistically significant correlations with the assumed significance level α = 0.05; ** statistically significant correlations with the assumed significance level α = 0.01.
Source: own study based on financial information from the Notoria Serwis SA database.
Conclusions
The shaping of a company's financial results may take various forms. This is a result of both the accrual accounting practice applied, having its expression in accounting choices (including also the issue of creating provisions for liabilities and passive accruals of cost and other reserves) as well as the result of ongoing economic operations reflected among others in accruals. Despite numerous legislative conditions, economic entities have a fairly large area of freedom as regards the pursued policy of managing reserves and accrual records of all non-cash and cash economic events. As a result, these spheres of earnings management are often used to manipulate and falsify the reported financial results.
The results of the empirical studies presented in the article show that a company's reserves are a slightly more correlated with the category of operational accruals than with their intentional counterparts. From the perspective of the whole researched population, special attention should be directed to the correlation between the coefficients of securing the enterprise with capital and balance sheet reserves in dynamic terms (cfs' and ffs' respectively) and two subcategories of company accruals (operational and intentional accruals), because they are characterized by the highest dependence power. The in-depth empirical analysis also showed significant fluctuations in the strength and direction of the relationship between the variables under study, depending on the nature of the business undertaken.
The presented test results cannot fulfil the condition of generalization for at least two reasons. First of all, they contain partial results, opening up prospects for further research on the determinants of profit management and their mutual relations. Secondly, the regression models used in the analysis allow only an estimation of the value of the individual categories of accruals 8 . It seems, however, that they strengthen the existing results of empirical research on the phenomenon of management earnings in public enterprises in Poland.
